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ACE Research Vignette: Cracking the start-up code: Does it matter when 
you do what? 
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team of 
international Entrepreneurship researchers.  This vignette deals with the process of new venture creation, and specifically 
the sequence in which different ‘start-up activities’ are undertaken. 
 
Background and Research Question 
 
In the attempts to explain entrepreneurial success, early entrepreneurship research took a great interest in the 
psychological and socio-demographic characteristics of business founders. This was not a particularly successful approach, 
as no typical profile of successful entrepreneur could be found. 
 
An early critic suggested research should instead focus on what more successful business founders do. For one thing, this 
has better potential for leading to teach- and learnable knowledge. Hence, the research question becomes: Are some 
ways of organising the start-up process more successful than others? 
 
In response, research projects have followed large samples of on-going start-up processes, recording when different 
‘start-up activities’ were undertaken. Studies include up to 40 activities, including: talking to potential customers, 
developing the product of service, buying equipment, setting up a website, and so on [see Gordon’s thesis (2012, p285) 
Table A3 for a list]. 
 
However, making sense of these data has turned out to be harder than first imagined.  On a fine-grained level, every 
start-up seems to follow its own sequence. In addition, any sequence seems possible, including making a sale being the 
first thing to happen. To find any regularity at all, researchers have either focused on but a few activities at a time or only 
on how much is done at different points of the process (activity rate or timing), rather than precisely what is done when. 
A new approach seemed needed to capture the complexity. 
 
 
 
 
 
 
 
FIGURE 1. Does the order of different types of start-up activities matter? 
 
How we investigated this 
 
Dr. Scott Gordon took on this challenge as part of his doctoral work at the Australian Centre for Entrepreneurship 
Research. Two waves of data from the CAUSEE project were used. The start-up process of 493 randomly sampled, nascent 
ventures were analysed. Them being ‘nascent’ means they were all pre-operational at the first interview. As a measure of 
start-up success, two indicators were used 12 months later: 1) Did they now have regular sales? and 2) Did the sales 
revenue regularly cover all running costs? 
Instead of looking at each start-up activity separately, they were grouped into two broad categories: Discovery and 
Exploitation. Discovery here means developing the idea behind the business, and includes actions like – business 
planning, discussing with potential customers, and exploring market opportunities. On the other hand, Exploitation is 
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concerned with bringing the idea into realisation, including actions such as securing the required resources, giving the 
business legal presence, and setting up a website. Each month a venture’s activity could be focused on either discovery, 
exploitation, or a combination of the two. 
 
The actual discovery-exploitation start-up sequences were compared to a number of reference sequences. Five of those 
were theoretically defined. For example, all discovery first, followed by all exploitation; or a process where both are 
mixed throughout [see Gordon’s thesis (2012, p203)]. Another five reference sequences were randomly generated and 
thus had no systematic pattern over time. The last five reference sequences were defined as the average sequences 
within five more homogenous sub-groups of start-ups. 
 
Sequence analysis – also used in genetics to compare DNA strings – was used to compare the start-ups with the reference 
sequences. This technique gives a measure of similarity based on how many changes have to be made to make the two 
sequences identical [see Gordon’s thesis (2012, p176) for an example]. 
 
What we found 
 
The results are interesting and suggestive. Those that follow a ‘textbook-like’ process do not do particularly well. This 
means that doing all discovery first, followed by all exploitation is not advisable. Those whose process resembled random 
sequences did not perform well, either. Thus, there is some meaningful order in the world of business start-ups. 
 
Those that were most effective in getting the start-up ‘up and running’ typically start with a period of pure discovery or a 
mix of discovery and exploitation. They move into exploitation activities relatively early, but without completely 
terminating discovery activity. That is, they continue to develop the business concept as they go. At some point, however, 
they move on to pure exploitation. That is, they settle on the business concept and shift into implementation of the 
business. 
 
Business and Policy Advice 
 
These results build on a single study of a complex reality, and with somewhat coarse-grained measurement of discovery 
and exploitation activities. What is the ideal process will also depend on characteristics of the founders and what type of 
business they are trying to start. Therefore, one should not bet all one’s money on these results being the final truth. This 
said, the overall logic they suggest has support in other types of research. 
 
All stakeholders should realise that a business start-up is not an event, but a long and complex journey. Business founders 
should not be advised to first develop their business idea in every detail as a desk exercise, and then launch the fully 
developed business. Rather, a more iterative process is advisable, where discovery and exploitation activities can inform 
each other and trigger productive adjustments. However, the tinkering should not go on forever. At some point the 
founder needs to settle for what is ‘good enough’ and implement it, rather than seeking unattainable perfection. 
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